Hotiﬁcntion or| — ' |of n:m-Accepta‘bnity '
of 'I‘wo of our Overrun Promaals

S fI have attaohed besie 1nfomation providing the 'backgroum
for the overrun condition of two{:| contractm ; the Vu-graph Maker
.and the P.I. Print Enlarger. K - :

top monagement -inforiing them of the .
he werrtm of the two contracta ond that tbey .
An outnne of.

CONTROL NO.

HPIC/Ths-2uk /6T

DATE OF DOC | DATE REC’D DATE IEUSPENSE DATE| CROSS REFERENCE OR'
: : . POINT OF FILING

To. * ‘Chief, Supjpor‘b ctaff

: FROM o ROUTING
- sbpy. Hotiricetion of Irml of :
o Non-Acceptability of of £t

~our Overm Propow 1s

Di&tributim
Orig &1~ ;_me/cfss
2 m/a;m




'

Approved For Release 2005/06/06 : CIA-RDP78B04770A002800020003-8

BEST COPY

AVAILABLE

Approved For Release 2005/06/06 : CIA-RDP7SBO4770A002800020003;8




* Approved For Release 2005/06/06 CIA-RDP78B04770A002800020003-8

DENEEELTIR)

i \
“Ua;JcL ¢ Ebuin

OVERRUN CONDITION OF THE VUGRAPH MAKER AND P,I., PRINT ENLARGER

1. The Projects for the Viewgraph Maker and thePI Print Enlarger ;
are presently under separate contracts with the | | 25XF
predicts that both of these contracts will require about a 50% overrun 3
to complete. The Govermment is seriously concerned about the magnitude
of these overruns and the fact that they were not anticipated sooner.
It is hoped that ill carefully examine its performance on these
contracts to determine if they are representatlve of the standards by
whlch[::::]ls to be Judged

2. Significant historical data for each project is provided below.
Comments are included to emphas1ze certain aspects of cited documents or
. events.,

3. At this time, the Government can find no gross technical
difffciencies in the basic concept of .the equipment being furnished under
the subject contracts; although a thorough evaluation of technical
performance must of course, rest on the acceptability of the delivered
items. However, the target costs of the contracts have already been
reached and [ |estimates considerable design and engineering effort yet £
to be carried out. This, and comments from July monthly report for 25Xk
the PI Print Enlarger (Statement A.3. - "Redesign was effected in a number :
of major areas."), suggest that technical performance was open to some

. ceriticism.

v

4. The most disturbing aspect of[:::::]performance rests in its 25)@
inability to predict costs either before or after contract negotiations. . 3
The Government puts great trust in a contractor's ability to accurately
account for past costs and to predict future costs with a reasonable degree
of accuracy. [ |proposals stressed its ability to accomplish such E
controls and the contract was awarded relying on[ | intent to do so. 25X8
When the contractor grossly underestimates his future efforts, he creates 4
administrative delays that prolong the completion of the project. He may
also disturb the Government's R&D budget to such an extent that other _ :
projects are jeopardized. In the two projects under discussion,| 258
] consistently predicted via its monthly reports that the projects were in 3
2“)(1 no financial difficulty. last monthly reports were delayed, but
zg)(1 verbal contacts with project managers predicted no overruns. When
258X suddenly predicted a 50% overrun on the PI Print Enlarger, the Govern-
ment was immediately concerned about the financial status of the Viewgraph
28X Maker, However, two[ _ |personnel reported that the latter project would
not have an overrun. Within two weeks, this statement was contradicted by
the same personnel and a 50% overrun was estimated.

295X1 5. |submitted independent proposals for the PI Print Enlarger
and for the Viewgraph Maker. The contracts were negotiated and signed at
2$)(1 different times, [f::]should have estimated its target costs on the basis
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that only one contract would be signed. Since both contracts were let,
and since both projects had considerable common technology, design, and
even component parts, [:::]should have been in a position to exploit
these commonalities to the financial benefit of itself and the Government.

6. The [:::]Directorate concerned has informed the Government's
Contracting Officer that it will not accept its estimated total costs to
complete the projects as a ceiling price. Therefore, the Government is
confronted with an uncertain total cost for either project and cannot
assess the cost effectiveness of the equipment.

Due to the magnitude of the estimated overruns and because of
uncertainty of these overruns, the Govermment could decide to
terminate these contracts. This would mean that the Govermment would
have spent a considerable amount of money and received virtually nothing
for it. The Govermment should request that |review both projects
and suggest any alternative courses of action that would be of more
advantage to the Government
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HISTORICAL DATA FOR PROJECT #10197, VIEWGRAPH MAKER CONTRACT 25X f.
251X 1 1 PROJECT 9619 _
4 November 1966. | |subm1tted Technical Proposal, | 25)(%

(dated 2 November 1966). Total price quoted for two units was

| Of particular interest is section 5.2.3 of the pro-~
posal describing computerized PERT controls to predict costs and
time periods for the completion of programs.

17 March 1967. reported an increase in overhead and G&A rates and
quoted a fixed price of [ | for two units.

13 April 1967. Contract | |was executed with a target cost
and target fee totalling| | The only amendment to [f:::::]
proposal was the inclusion of ground glass port for viewing the
image plane. This contract was a cost-plus-incentive-fee type. The
period of performance was to be from 13 April 1967 to 14 August 1967.
The fee was subject to an 80-20 share on all costs over or under target
costs.

21 April 1967. The Contracting Officer's technical representatives,

|and discussed the project

with | | The designers expressed some concern
about the adequacy of the 10-15 Platemaster in accomplishing the task.
They decided to use an 11-17 Platemaster as a basic framework for the

Viewgraph Maker.

8 May 1967. | tayout Study J92208-115703 was completed. At this point
areas requiring extensive design effort should have been identified.

12 May 1967. | |to discuss 25XE
the project. | [revealed no serious technical 3
problems to be overcome.

31 May 1967. | |sent its first monthly report. Some parts had already
been ordered. Total costs were predicted to be exactly the target
costs of the contract.

25X 23 June 1967. | | sent its second monthly report. This report covered the

‘ period of 1 to 31 May. Some parts were received. Intended progress
during the next month (June) predicted the completion of "...all

design efforts." (emphasis added) and "Release all items for procurement.”
(emphasis added). No increase in costs were predicted.

25X 1 2Lk July 1967. | |sent its third monthly report. This report covered the

‘ period of 1 to 30 June. Intended progress during the next month again
predicted completion of all design, drafting and procurement. No increase in
costs were predicted,

:
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251 11 August 1967. | [to discuss an overrun on another 3
contract (PI Print Enlarger). | [was on vacation, but[_____ | 925X 1
specifically questioned| | as to the status of funds for 25X
the Viewgraph Maker project. He assur | did not aggg -
anticipate an overrun on Contractl i |

15 August 1967.[ ] was called by:land information was 25X§
requested concerning the status of the funds. ';sta’ced that 25X {
he did not see any financial difficulties and in fact, thought that '
he could possible complete the project for less than the target costs.

2Lk August 1967. land informed him of an
anticipated overrun of about | |was reminded to

check the details of the contract to determine his company's obligation
in spending more than target costs. This was the first indication of
an overrun status.

14 September 1967. | |delivered the fourth monthly report
covering the period of 1 to 31 July (it did not predict any increased
costs) On this same date, |
discussed the contract with The Government's Contracting Officer and
his technical representative and a Government auditor. A cost analysis
was presented by [ | which estimated that an additional [ Jwas
needed for the completion of the project.

27 September 1967. Government personnel visited |:|to discuss the project.
|[presented an analysis of the Viewgraph Maker. He discussed
technical areas where design problems had occurred. However, these
problems had not been relayed to the Government previously nor did the
monthly reports indicate any difficulties. Statements were made in all ]
monthly reports that there were no unresolved technical matters.[ ] 95
was requested to absorb their overrun costs and propose costs again. 2

12 October 1967.| |delivered a revised analysis of costs proposal
for the Viewgraph Maker.
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HISTORICAL DATA FCR PROJECT #10lh7, PI Print Enlarger Contract
[Project 9610
I

8 September 1966.| |submitted Technical Proposal
Total price quoted was[::::::]based on a fixed price contract.

January 1967. | |reported an _increase in overhead and G&A rates and
quoted a fixed price of

27 February 1967. Contractl |was executed with a target cost
and target fee- totalling] | Included were seven items as an
addendum to the Contractor’'s proposal. This contract was a cost-plus-
incentive-fee type. The period of performance was to be from
27 February to 27 September 1967. The fee was subject to a 90-10
share on all costs over or under target costs.

13 April 1967.| |submitted its first monthly report for the period of
28 February to 31 March. More than 10% of the work was reported as
complete with a proportionate .amount of funds being spent.

18 April 1967. By this date, layout drawings 92208-124100, J-124577, and
J-124578 were completed by'[::::] At this point, areas requiring
extensive design efforts should have been identified.

21 April 1967. The Contracting Officer's technical representative
[ |to discuss the project with

25X %

25X
25X §

25X §

25X j

25X §

[ | Many technical details were discussed but |:| expresseg gy 1

no concern over the difficulty of their solution.

12 May 1967. | legain visited|

reported on his progress on the PI Print Enlarger. Technical areas
were again discussed.

12 May 1967. | |second monthly report was sent covering the month of
April. Design of the condenser lenses was reported about 90% complete.
Drive design was 50% complete, frame 100%, vacuum platen 90%, paper
transport 50%. requested revision of exposure time from "less
than one second" to "five to two second range."

20 June 1967. The Third monthly report was sent covering the month of May.
Condenser lens design was reported as complete. Electrical parts were
being ordered. Circuit drawings were being prepared.

July 1967. | linformed [:::::::::]'that the June monthly
, report was nearly complete, but that there was a delay by the accounting
department in ocompleting the status of funds. |gave no
indication at this time that there would be any overrum.

I

Approved For Release 2005/06/06 : CIA-RDP78B04770A002800020003-8

e I ta

25Xk
25X




e~
Approved For Release 2005/06/06 ;' CIA-RDP78B04770A002800020003-8

Week of 2k July 1967. | | called to report an anticipated

overrun of approx1mately| | This was the first indication of an
overrun status. :

11 August 1967. | [visited

| |intent was to review every drawing, if necessary toO
etermine where costs might be reduced. However, nearly all of the

design was reported as complete and most the parts were ordered.

14 September 1967. | | delivered a cost analysis

to the Govermment. An overrun of'| | was predicted. One of the
items reported as contributing to the overrun was the cost of the
condenser assembly. It was estimated as [:::::]while the actual price
was[::::::] Why this could not have been predicted three or four
months sooner was not explained. The July and August monthly reports
were also delivered at this time.

27 September 1967. Government personnel visited,[:::] to discuss the

project. | | presented several reasons for the PI Print
Enlarger overrun. However, the reasons indicated were under
control for several months. If the overruns could not have been
prevented, they should have been obvious before the contract was
negotiated. was requested to absorb their overrun costs and
present a new cost proposal.

12 October 1967 .| |delivered a revised analysis of costs

for the project. Included in this analysis was a copy of the third
monthly report. Page 5 of that report indicates that there was a
[:::::ﬁoverrun estimated on 26 May. This information has been changed
and does not agree with the third monthly report previously delivered
to the Government. The latter report had predicted no overrun. The
analysdis also indicated 600 hours of engineering, design, and drafting
to be completed. This information does not conform with information
gathered at the 11 August meeting.
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Format to Contain Comments On:

1 1. Past business with

1 2. PFuture business with

3. Existing contracts
k. Trouble contracts (Vu-graph Maker & P.I. Pring Enlarger)
a. Nature of‘trouble
(1) Changes in technical aspects w/o govermment approval
(2) Administrative errors |
' a. Untimely réporting
b. Altered reportinél
¢. Unanticipated costs
b. Nature of claims
(L) Before contract changes
(2) Unapproved alterations
Cite our detailed records of these deficiencies.
The requirement for continuously improving management

The recommendation they assume liability for their poor performance

o N4 o W

Implication of these problems in relation to the Automatic Stereo

Scanner contract; we would expect that would assure us that 25

this project would proceed according to contract.
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